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REMARKS OR ADDITIONAL ROUTING

Attached are the following materials Rod
O'Conn_or gave to the Secretary of State last night:

1. "Talking Points" which are probably all (or
perhaps more than) the Secretary will use. -

2. A set of "Background Points" and Q & A material
which we arezputting into better shape for use

as necessary.

. We gave the same stuff to John King of State's
press staff to draw on at the Noon Briefing today
if necessary. -
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TALKING PCINT'S

Re: New York Times Article on Laos = A. I. D, ¥Funds

First.l we have not seen copies of the GACQ rgports that are the
subject of the ariicle. Members of A. I, D.. .'s staff have reviewed
drafte of the reports in the presence of GAO stiaff for classification
purposeé only. The St§te Department doeél.not. have a copy of Senator
K'enhedy's summary 9{ the heélth réport or the Senato;'s press release.
_ Therefore,weare at thi"s time ét something of a loss in responding ‘
.to the auegations‘ madé in the ngwa -st‘orvy,* w.h’ich do not acéord wit; the
fac_'r.g as we naderstand them.

/ G

Second between '1962 and 1969 A.L.D, didebeawmthe full cost
of prewitiy foodstuffs for regular military and paramilitary dependents

in Laoe a8 well as half the alrlift cost for these foodstuffs, However, |

" beginning in FY 1969 the Department of Defense and the CIA have
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Ww ly taken over these costs. The last ¢vanefeseef such costs
A~ o

ln the amount o£ $3. ég?mlihon W shlfted in FY 1972 from the A. LD,

program to these two agencies, It is my undersfanding that today

. ' Co M-"" ] w" '\J"
A I.D. is no longer funding any costs whlch ar/‘o ttrxbutéble 1o the,.

 aettwiEELeither the DOD or the CIA.
Third, it is true that A.I,D, persoannel are lnvolved in providing -
* health senvvices to Laotian paramilitesy forces and lnsormainiitgs e

'a small number of regular military personnel, It is also tructhat

A.IL D, personnel, who are charged with the reaéonslbillty for

fuaoad<k.

care and feeding of several~thousand Laotian refugces are invoived
in that connection in the care of feeding of most of the dependents
of the paramiliary forces. The reason for this is simple, A.I.D

1

personnel have the facilities and the know-how to perform these

humanlta.ri:ﬁ services. It would hardly be an act of humanity to grant.
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, . ‘
fhese serviées ounly to those refugees thatind ﬁo connection with |
ﬁaotianl‘figh.tlng forces. It ls fair .to say that in the .'sevez‘-e fighth:ng '
faking place in thé.rugged Laotian coﬁntx‘yside. there is little distinction

: lbetWeen the requirements of care of military x.-:_ela'ted depéndenta or
purely civilian refugées.

- Fourth, ﬁvhen we ha.ve'_receivedv"the text of the GAC réports and
: havg had an Qpportunity to examiue Senato_r.Kenﬁedy'a press release‘

-
.

“a nd summary, we will be in a position fo answer the specifics of

. - . 3 . ! ’ ’ N Q
L ~ these clarpes In greater detail and I shall be happy to supply anr. -

'.‘.q?hg_,, L g T

mﬁeaﬁﬁrmpdﬁ‘dﬁ to this Committee.

- [

t
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"Kemedy AssePts Leos Civil Funds §6423, Go to CTA" |

(.Y, Times, Swadey, 3/19/72)

packeround Points

1. Ve do not have the GAO report on the USAID/Lacs health program A .
given to Senator Kennedy, or the one om the USAID/Laoos refugee
progrem vhich, according to the New York Times, ls to be presented

to Senator Kemnedy later this month. At GAO .rcquest, AID stefl?

ﬁ""'"‘/"'"‘: ' . P o
~ looked-over /\both reports in the presence of GAO staff for clayifi~ X

[
v

cation purposes. On the hasls of thic review, AID advised the G20 '
that a number of paragraphs of the health report could be declassi-

fied and enother dovmgraded. In the case of the refugue report;

AID downgroded or declassified a number of pavagraphs and upgraded
a smaller nunber.

2. TNor do we hove Senntor Kemnedy's summary of the health report.

3¢ As part of tlie assistance the USG provides, at the request of

the Royael Leo Government (RIG), %o help the RIG meet the military
of fensives of 'bhé Morth Vietnanese invédefs o 1 their Loo communist
Approved For_‘ Release 2006/09/25 : CIA-RDP74BOO415R000300210059-8
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allies (the Lao People's Liberation Avay ~ LPLA), the Central

Tontelligence Agency equips, trains and sdvises irregular forces,

" This Administroiion makes no cecret of that fact.

Comsuents on- Ney York Times Story

. Times: "Neazly holf of the United States aid Punds

. intended to help civilian victing of the
war in Loos ere still being diverted to the
Centroal Intelligence Agency's clandestine
guerrilla amyese," '

.
Q'O‘anig_r: :4 No AID fuﬁds are interfded to finonce CIA-sponspred'

- Torees, -_The cont shifts cffective at the beglinning of ¥y 72
were caleulated to 'bemimi’ce all such financing of par_émili‘cary |
'aaisn‘.s'i‘.mce that AID had. still been providings-certain ﬁ#;hical
and velebed alyr support costs ang miocellaneous coste for pots,
plmzfs' wid ubensiln for varomllitery f;:,rces and thef;r dependents |

~wgrowabing to on estimated $2.5 million for FY 72,

These cost shifts culninated a process begun in TY 69

off Govoing L1 aub of 0l) Tlnapcing of cont, r g ete
Approved For Release 2006/09/25 : CIA-RDP74BOO4§I§%O%§W%§§-§
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“3e

for &ther agencles, Shifts to suéh ¢other agenciés in FY 69
smounted to en estimated $6 million, in FY 71 tp an estinated
additional $3.5 million, and in FY 72 $o on estimated $3.6
wmiliion (imcluding the obovementioned $2.5 million to CIA).

2, Times: IBased on the repert's figures, the diversion
of public heelth funds, vhich are ma naged
by the Agency for Internetional Development,
mowts to an estimated total of $2.5 million
& year."

-Comnent:s:  We assume the report was referring not to a diversion -

w
v

of $2.5 million, but to CIA assuuing that amownt of costs pre-

viously borne by AID. .
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3. Tiness "Refund "Colledwa First., T6 wae reported that
. ‘ the accownting office estimated that these
services by AID to the CIA would be in excess
of §1 nmillion between Jen. L and June 30,
1972, the s2eond part of the 1972 fiscal year
for wiich the over-all commitwents were mude.

Tmc Xeanedy comm*ttoe estimatos, therefore,
that the preseat annval fisure for the divepe
sions of public henlith funds o the intelli-
gence agency is about $£2,5 million.

- "Last month's peyment by {the CIA Lo the obher

S ageney was according to the esccounting office,
the flrst refund. The accomnting office cstie
mates {hot the nonrcimdbursed cost 4o AID for

S ) qupporsing the cl idestine amyy's nedical
' needs was aboub &1, 6 million eech in the fiscel

years 1970 end 1071 ] .

Corinenta:  The GAO report must be relferring not to diversions

[ TS e e )

but to paymeirts made by CIA to AID on the basis of the cogtesharing

. ) ’ ) \ . ’(
agreencnt bebwecn the two agencles, As to "non-relmburseicdd

., e

1.
cosun, the GAO mast have been referring to peyments not yet made

L

l 5y CIA %o AID Lut vhich will be mode under the tomes of the coste

sharing F”VQ*MCJU widch aJlocatcn to CIA, as bcat Jm the two agene

‘¢lea comld, all finencisl nssistonce to peremilitery end their

depeadinbe that AID was previously providing.
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4. Times: "Pthese totals, however, were exclusive of

air support for military medical aid under the
intevnational devolopment agency's air technical
suppori program, The accounting office estimated
that in cach year, $500,000 to $600, 000 addilonal
I6 also applicable fo these projects for air transport
of commodities and personnel," : '

. Comments: - The air support in question is provided by CyH
under the cost~sharing agreement mentioned

. .above.

P . o
. *
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5, Times: YA comparison of the G. A, Q. estimates with
the development agency's public heath obligations
in Laos shows that about half the money is divered
for the guerrilla force of the intelligence agency.

"he total A. I, 1. commitment for public health
programs in Laos in fiscal 1972 io $4, 956, 000,
and the accounting office assumes that ncavly
$2. 5 million will have been transferred to the
intelligence agency."

. Comments: - Again, "diverted" is the wrong word, While
s
we have not seen the GAQO report, we would

assume it says that CIA and A, I, D, 's health
~expenditures togetliar for FY 1972 will come to

. . $4, 956, 000, 'That is approximately_cowect. :
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_ _. .6."Timen: WG, i A, use of the A, L.D. a8 a screen for
R military operations in Laos first came {o public
P o . attentien two years ago. On Maych 4, 1970, the
v L . Senate Foreign Relations Commitiee said that

it had reccived confirmation {rom the inlelligence
agency of press reports concerning the use of the
other agoency 43 a cover. , ,

"On June 8, 1970, Dr. John A. Hannah, the A.%. D,
administrator, said in a radio interview that

"} just have to admit that thie is true' and said
the link betiween had been catablished in 1962, "

25X1C

Commeoentg:
| S S

| the A.Y. D, program, whichis a

serious program of economic assistonce in Laos.
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TAB NO.:
(Material in brackets only)

LAOS = MILITARY ASSISTANCE

- Military assistance is supplied pursuant to an agreement dated December 23 ¢

- 1950, between the U.S. and the Govermment of Laos, supplemented by three

exchanges of letters (the first in September 1962) between Prime Minister
Souvanna Phouma and the U.S. Ambassador. (UNCIASSIFTIED)

U.S5. Military assistance is being provided at the request of the Royal Lao

Government. This is authorized by Article 6 of the 1962 Protocol to the
Declaration on the Neutrality of Laos. (UNCLASSIFIED)

Beginning in FY 1968, military assistance for Iaos and Thailand was trans-
ferred from the regular MAP program under the Foreign Assistance Act to

the Military Services Budgets (MASF). However, the basic system of program
development, review and approval is continuing without major change and
hasically in accordance with the Military Assistance Manual as applied to
MAP under the FAA, (UNCLASSIFIED) :

_ 25X1A
E:-'Ijle U.S. provides nearly all the arms, equipment and ammunition received
y the Royal Lao armed forces. Limited assistance is also provided Ly )
in steadily decreasing amounts. OOI\IFIDILI\TPIAL]! gt
, ‘ (Pro
1965 1966 1967 1968 1969 1970 {[1.971 1972 1973pose
- MAP MAP . MAP MASF MASE MASE' MASF {(MASF MASF  MASFE
CONFIDENTTAL ]
L. "

Actual requirements are affected by the course of military operations, and
the assistance is given in order to sustain the operations of the Lao Army
forces (FAR and FAN) and Air Force (RIAF). Less than 1% of the program costs
is for investment items. (UNCLASSIFIED) , ,

(See Attaclment No. 1 .re administration. See Attac cnt No. 2, "Supply of
Military and Paramilitary Forces, and Related Costs" fior information
relating to AID/DOD/CIA funding of foodstuffs, food delivery costs, médical

costs, and the Requirements Office, (secref]].

SA/IR/LT/L: Rdﬂc%%uiy: 3/15/72

Clearance:
SA/IR/LT/L: HALevin (draft) ‘ S
State/EA/IC: ‘TGrant(draft) R
DOD/0SD/ISA: Maj. Cook (MASF' figures only)
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ATTACHMENT NO. 1 TO TAB NO.

ADMINISTRATION OF MILITARY ASSISTANCE

The Office of the Deputy Chief of the Joint U. S. Military
? Advisory Group in Udorn (DEPCHJUSMAGTHALLAND) functions
P T as the Laos Military Advisory Group. The execution of the
| program within Lacs is handled by the Requirements Office
of the USAID. Programs are developed jointly by these two
offices and submitted for review and approval through CINCPAC
? and regular MAP channels (0Sp/1SA) . The USAID Requirements
‘ Office in.Vientiane has the function of assisting the Lao
. armed Forces to receive, warehouse, allocate, and distribute
’ military equipment and supplies for the armed forces within

_ Laos.

Approved For Release 2006/09/25 : CIA-RDP74B00415R000300210059-8
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‘ SECRET - ATTACHMENT NO. 2 'IO TAB NO.
(Material in Brackets Otily) )

.SUPPLY OF MILITARY AND PARAMILITARY FORCES AND RELATED COSTS

Between 1962 and 1969 A.I.D. bore the full cost of foodstuffs for regular 25X1

military and paramilitary forces and for par ilitarv dependents in Laos,
and half the airlift cost for the foodstuffs.

25X1

Beginning in FY 1969 DOD assumed the funding of food and delivery costs for
the above forces and dependents in the Northern Military Regions (I and II),
which involved air delivery. A& a result of this transfer, FY 1969 A.I.D.

costs for the three projects involved--Refugee Relief, Military Support and
Air Support--were about $6 million less than theywould otherwise have been.

Beginning with FY 1971 DOD assumed funding the remainder of the above types

of costs previously borne by A.I.D. In addition, DOD assumed funding the
pexrsonnel costs of the USAID Requirements Office which is responsible for
receiving, warchousing and transferring to the Lao Armed Forces all MASF

inputs into Laos. These transfers of costs reduced A.I.D. funding requirements

by an estimated $3.5 million annually (based on the FY 1971 costs).

. Another shift took place during FY 1971, involving a type of cost for which y
the Mission programmed $100,000 in FY 1971 but for which FY 1971 require-
ments totaled about $500,000 . The difference was non-A.I.D.~financed and
this type of cost will be completely non-A.I.D.-financed hereafter. Other
shifts totalling $3.6 million were effective at the beginning of FY 1972.
“ With these shifts, A.I.D. no longer finances any assistance to Lao military/
paramilitary personnel or dependents. ®

25X1

]Ej:etails of shifts mentioned in preceding paragraphs:

sn/ IR/L'.I‘/L : m&%{my : RI‘hG!? {)g)n: HALe\sqfn :3/15/72

Approved For Release 2006/09/25,: CIA-RDP74B0041 ' o ]
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Imperfections in cost-sharing procedures may result in one
agency or another paying somewhet more or less than its
proper share at any given time., But the agencies involved

are keeping the pxmrriwrr formulas under review for the.

purpose of ‘adjusting them as necessary,

Apperéd For Release 2006/09/25 : CIA-RDP74B00415R000300210059-8
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‘ SECIET ATTACIIID?L‘.TI‘\TL‘_ NO. 2 10 TAB NO.
(Material in Brackets Only)

.SUPPLY OF MILITARY- AND PARAMILITARY FORCES AND RELATED COSTS

- Between 1962 and 1969 A.I.D. bore the full cost of foodstuffs for regular 25X1

military and paramilitary forces and for pavamilitarv dependents in Laos,
: and half the airlift cost for the foodstuffs.
25X1 . -

‘Beginning in FY 1969 DOD assumed the funding of food and delivery costs for
the above forces and dependents in the Northern Military Regions (I and IT),
which involved air delivery. As a result of this tramsfer, IV 1969 A.L.D.
costs for the three projects involved--Refugee Relief, Military Support and
Air Support--were about $6 million less than theywould otherwise have been.

Beginning with FY 1971 DOD assured funding the remainder of the above types

of costs previously borne by A.I.D. In addition, DOD assumed funding the’
personnel. costs of the USAID Requircments Office vhich is responsible fox
receiving, warchousing and transferring to the Lao Armed Forces all MASE
inputs into Laos. These transfers of costs reduced A.I.D. funding reguirements
by an estimated $3.5 million annually (based on the FY 1971 costs).

a
.

. Another shift tock place during FY 1971, involving a type of cost for which
the Mission programmed $100,000 in FY 1971 hut for which FY 197). require-
nents totaled about $500,000 . The difference was non-A.I.D.~financed and
this type of cost will be completely non-A.I.D.-financed hereafter. Other

. ghifts totalling $3.6 million were effective at the beginning of FY 1972.

F with these shifts, A.I.D. no longer fi.pa.hces any assistance to Lao military/

paramilitary personnel or dependents. Y .
25X1

pransenph

ﬁétails of shifts mentioned in preceding paragraph:

‘ N rh
SA/IR/TT/L: R.\kfiag{t‘;hy : R'lhcx!? p‘/»on IL\[céﬂ.u :3/15/12
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Imperfections in cost~sharing procedures may result in one
agericy or another paying'somowhatvmore or 1esé ‘than iﬁs

proper share at any glven time, Bub the agencies involved
" are keeping the_pxazﬁdnxﬁ formulas undef review for the

purpose of adjusting them as necessary,

.
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